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Pace Student

Vol. II

New York, December, 1916

C RISTMAS TIME draws close —
H
Christmas time with its fragrant incense of
good-fellowship, good-will, and good-cheer.
Halted—at least for a fugitive moment—will
be achievements, purposes, and thoughts
that are ignoble or selfish. The universal
heart will be unlocked, and once more the spirit of disin
terested self-giving will be abroad in the land, illumining
all things human and making them in part Divine.
At this mellow time—Christmas time, through The
Pace Student, your magazine, we give you the hearty
handclasp of the fullest friendship. We sympathize with
you in the disappointments and disillusionments that may
have come to you during the past twelve-month, and in
the worthy purposes that may have been cheated of im
mediate fulfilment, even as we, on our own behalf, crave
your sympathy for similar whims of fate. We congrat
ulate you, however, upon the success that you have won
because you have deserved it, upon the lofty hopes that
you have realized, and upon the earnests of future ac
complishment that you have evidenced by intelligent
self-appraisement, self-command, and self-guidance.

And we bespeak for you in the days that lie ahead a
keener sense of values, a deeper understanding of the things
that count, a higher resolution, and a more sweeping vision
than have been yours heretofore; and may all this self
development, which will fructify in the kind of success that
brings happiness, find its beginning in the spirit of good
will toward all men—the spirit of Christmas time.

No. 1

OW come the days when the
made possible by modern organiza
manifestations of the Christ
tion, would be the hope of the fu
mas spirit begin to work havoc in
ture instead of the fact of to-day.
December, 1916
routine of business life. The
Without courage, every hope of
bookkeeper meditates on the comparative ad improving theeconditions of the individual work
vantages of the toilet set and the wrist watch, er—more equitable distribution of returns, bet
and his balance goes awry. The stenographer’s ter housing conditions, old-age pensions, the
soulful eyes look into space and ask, “What elimination of child labor, workmen’s compen
shall it be?,” and her dainty fingers go astray sation, better education, all of these welfare ob
among the keys. And you, Mr. Employer, with jectives and a thousand more—would die with
mind ahalt between a diamond brooch and a out fruition.
Pierce-Arrow, bewail the inroads upon the effi
Without courage, you, as an individual, cease
ciency of your precious organization.
to function to the full measure of your capacity;
My dear sir, your dismay is needless. What your future is fore-shortened, dwarfed, clouded;
matters though the chief clerk’s thoughts do your present is a nightmare, a momentary halt
wander with loving insistency to the mechani ing place between a past of unavailing regrets
cal train that the demonstrator assures him is and a future of unavoidable dangers.
“absolutely guaranteed for six months?” The
Courage, my good friend, courage! Take hope,
moment he takes is your investment in a young take heart, take courage! Develop within your
ster’s joy, and compensating dividends will come self, by optimistic forward-looking, the supreme
to you in better work for many a week to come. quality of courage. Resolve to do or not to do;
What though the stenographer’s fingers do stum energize your action and sustain your inaction
ble a bit? Do you not realize that the joy of by this emotion of the heart, this dynamic of
giving the dainty remembrance will bring a the will, this philosophy of the intellect.
“Be ye of good courage.”
heart-glow and a nimbleness outlasting the fa
tigue of many days? Hours spent in unselfish
shopping are but invested in renewed youth; the
ENSLOW is a most valuable man in many
"B
critical and philosophic inspection of toys accel
ways, but he falls short of being a big
erates the flow of sluggish blood; the careful man. He can’t take treatment with good grace.
study of the needs of others adds new zest to Adverse criticism, no matter how sugar-coated,
life. Youth and red blood and life-zests com of him or his department makes him sulk, and
pose the very fibres of efficiency.
a stiff wallop flattens him out and paralyzes his
initiative.
” The President of a large contracting
So come then, Business Gentleman, and let us
firm
was
speaking of one of the department
be merrie in the Yule-tide. Though thoughts
heads,
who
was being considered for a vice
of dolls and sleds intrude upon promotion plans,
presidency.
and holly cards are jumbled among salesmen’s
The Business world from cupola to sub-cellar
charts, there is no loss to you. The expendi
is
full of Benslows. They are honest and indus
ture is but a deferred charge, a cost to be car
trious,
and far more intelligent—most of them—
ried briefly until the compensating stream of
than
the
average run of men. Some of them are
income wipes it out.
exceptional men—men who, by dint of sheer
ability, have worked themselves up to positions
OURAGE is a word of the heart, pulsating of considerable trust and responsibility. And
C
with the energy of hopeful, masterful life; there they very often stop. Why? Because they
it is a word too, of stability, safeguarding can’t “take treatment,” can’t bear to have their
against the fears arising from temporary emo mistakes of omission and commission pointed
tions and sustaining the hour of enforced inac out, can’t endure a jarring note in the diapason
tion; and, above all, it is a word of cheerful, of approval which they like to hear, can’t help
optimistic faith, visualizing the rewards of self making a narrow, individual issue out of a mat
control and righteous effort.
ter which has only organization significance.
Without courage, our continent would be an
Don’t be a Benslow. Recognize your infirm
undiscovered waste; our homesteads, the hunt ity, and try to cure it by taking your medicine
ing grounds of savage tribes.
without flinching when your intellectual system
Without courage, our democracy would be a needs a cleansing or a tonic—and be thankful;
despotism; our citizens, a peasant soldiery.
for it is in face-to-face criticism, which for the
Without courage we should work as indi moment may rankle and smart, that certain Suc
viduals, and the fruits of co-operative effort, cess often finds its beginning.

The
Christ
mas
Spirit the

N

Courage
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SANDERS
W.
DAVIES,
w.
C.P.A., senior member of
Sanders
New York Account
Davies, ancy firmthe
of Davies & Nield, is the
C.P.A. man in whose keeping the practicing

accountants throughout the country
have placed their interests as a pro
fessional body for the year ending
in September, 1917.
“This is a critical time in the
history of the Accountancy profes
sion,” said a well-known account
ant whose opinion carries weight,
before the election of officers at
the recent annual meeting of the
American Association of Public Ac
countants in New York. “We are
going to reincorporate the Associa
tion as the Institute of Account
ants in the United States of Ameri
ca; and we need as our president a
man of calm judgment, steady pur
pose, and trusted leadership. I think
myself that Davies is the man for
the place—and it will be no sine
cure.” This was evidently the tacit
opinion of all the voting members
of the Association, for Mr. Davies
was unanimously elected the first
president of the newly organized
Institute. It was a plain case of
the office’s seeking the man, for a
modesty that is almost shyness is
one of Mr. Davies’s main traits.
It is appropriate — despite what
Mr. Davies himself would say selfdeprecatingly—that this honor, the
highest within the bestowal of the
Accountancy profession, should seek
out Mr. Davies. No other prac
ticing accountant in the United
States is more favorably known
than he. For twenty-five years he
has been successfully engaged in
the public practice of Accountancy,
and during that time he has always
been an exponent of the most ex
acting ethical standards. To Mr.
Davies Accountancy has always been
a profession in the strictest sense
of the word, and as such it has laid
upon him as one of its practitioners
obligations of view-point and con
duct which he has always observed
with unbending strictness.
Mr. Davies was born in Liver
pool, England, in 1862, and com
pleted his preliminary education at
the Manchester Grammar School,
England. When a mere stripling,
he decided to become an accountant,
beginning his career in Manchester,
and later securing a position on the
staff

of

Monkhouse,

Goddard

&

Company, Chartered Accountants,
of London. After an eight years’
profitable service with this firm, Mr.
Davies came to New York, at first
setting up for himself as a prac
ticing accountant, and later forming
with Charles F. Nield, C.P.A., a
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partnership which has continued for
nearly twenty years.
Mr. Davies for many years has
devoted much time and energy to
the upbuilding of the Accountancy
profession, first in New York and
New Jersey, and then throughout
the country; and always his efforts
have been disinterested and animat
ed by the desire to render the full
est measure of service in the ad
vancement of the profession.
Accountancy, as a profession, has

W. Sanders Davies, C.P.A.
Member of Accountancy Firm of
Davies & Nield

passed through three distinct periods
in the United States. The first
period was that of disorganization,
when every accountant was more
or less of a law unto himself, when
there were no state societies. The
second period was the period of
organization—the period when state
legislation was secured and enacted,
and when the American Association
became an association of state soci
eties, instead of an association of
individuals. The third period is now
beginning with the incorporation of
the Institute of Accountants—a defi
nite step upward in professional
status and purpose.
In the evolution of the Account
ancy profession, there were, espe
cially in the early days, times when
stout hearts were inclined to quail,
3

when the calm faith of the far-seeing
mind bade fair to be shaken, when
steadfastness of purpose seemed
likely to be of little avail. In pass
ing through this critical stage of the
history of his chosen profession,
Mr. Davies never swerved in his
conviction that sooner or later Ac
countancy would receive state rec
ognition as a profession, and that
entrance into its ranks would be
considered entrance into one of the
most useful of occupations. How
completely Mr. Davies’ judgment
and that of his professional associ
ates in the early days have been vin
dicated, is now attested by the in
corporation of the new Institute of
Accountants.
It is not surprising, therefore,
that honors and distinctions have
rewarded Mr. Davies’ faith and
judgment. He has been a member
of the New York Society of Certi
fied Public Accountants practically
since its organization, and is now
its Second Vice-President. He was
a member of the committee that se
cured the enactment of the New
York C.P.A. Law. Mr. Davies is
also a trustee of the New Jersey
Society of Certified Public Account
ants, and was formerly its Presi
dent. He was a member of the
American Association of Public Ac
countants practically throughout its
existence, and was its President
from 1897 to 1898.
If there is any one phase of Ac
countancy in which Mr. Davies is
especially interested, it is its edu
cational phase. “The Accountancy
field is practically without limit,”
said Mr. Davies to me a short time
ago. “The need for accountants is
being more and more widely recog
nized. In fact, there is a bigger de
mand for well-trained men than can
be supplied; and by ‘well-trained’ I
mean men who understand the fun
damental principles of Accountancy,
and who have a broad view of Busi
ness as a whole. Practice, of course,
is the most important thing, but it
is not everything. A man must be
well-grounded in theory, and he
must keep studying if he expects
to attain any degree of proficiency
in the profession of Accountancy.”
It is pretty safe to assume that
Mr. Davies, in view of his intense
interest in education for Account
ancy, will work in close coöpera
tion with the newly appointed Ed
ucational Committee of the Insti
tute, to the end that a premium
shall be put upon educational fit
ness for the public practice of Ac
countancy, and that thoroughly test
ed and well-defined courses of study
shall be made available to ambitious
[Forward to page 9
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GoodWill

G ODWILL is often
O
not to have been included among
the Gungha Din of
the assets.”
corporate organiza
The first of the two questions de
December, 1916
tions. This parallel
cided, that of depreciation, more
is not confined to goodwill as a frequently arises in connection with public serv
medium for injecting water into ice corporations. The public service corporation
thirsty stock. Like the water may have an agreement with the state, city, or
carrier of Kipling’s famous bal other community, whereby a certain proportion
lad, if not needed, it is usually discarded, and, if of the annual profits are to be paid to the gov
needed, it is likely to be abused. Should it ernment of the political unit involved. The
prove of true worth, should the trade it repre guardians of the public welfare, for many rea
sents materialize, with consequent profits, then sons, desire these profits to be as large as pos
a conservative corporate management is apt sible. Since they do not ordinarily worry over
gradually to write it off the books or negative such a trifle as depreciation in the property of
its presence by the creation of a surplus on the the state or city governments, they see no rea
other side. Inversely, if it does not prove of son why a corporation should. The corporation,
true worth, if the trade does not materialize and however, is averse to paying over to the com
losses ensue, then a failing corporation will cling munity what approximates its capital. Invari
to it with a drowning hold.
ably the courts decide that depreciation must be
Goodwill is usually introduced into corporate deducted in determining net profits.
accounts by the sale of a business to the cor
There are other cases in which public service
poration. Not infrequently the owners of the corporations have been compelled to share the
business sold become the controlling stockhold profits as they exist before a deduction is made
ers of the new corporation. To cover the dif for depreciation. These cases are founded on
ference between the amount paid them for the the wording of the agreement between the par
whole business and the worth of its tangible as ties wherein the intent is construed as having
sets, a goodwill account may be created. Stock been that depreciation was not to be deducted.
remaining, if any, is ordinarily sold to the
The second of the questions, that of the de
public.
ferred charge, does not arise frequently. Never
An extension of this use of goodwill was de theless, I was recently questioned on this point
vised by a corporation organized in a state noted in connection with a profit shown on a corpora
for inventions—Connecticut. The new expedient tion’s books which was not equal to the amount
was to include goodwill in a pattern and scales of the deferred charges. In view of the ten
account. Since credits were not made covering dency of courts to scrutinize closely any other
depreciation of fifty per centum on the value of than actual asset values, I suggested that it
the patterns during two years after the corpora would be the more conservative policy not to
tion began business, probably the inventor of declare dividends exclusively on the basis of a
this account supposed that the goodwill auto gain of this character.
matically expanded to make up the difference.
Inflating asset values is not a question of the
Unfortunately, however, when the question came time of inflation. Failure to charge off proper
up in a receiver’s suit to recover dividends il depreciation is an inflation after the corporation
legally paid, the court did not take this view.
begins business, instead of at that time. The
Another question which arose in connection rule seems to be established that a corporation
with the accounts involved a deferred charge. must maintain its original capital at its true
The court spoke of this as being an amount ex worth before dividends may be declared. Fur
pended at an exposition for advertising purposes thermore, courts closely question values on the
which was carried in as an asset. Since it is asset side of an intangible nature, including
the practice of business organizations often to goodwill, trade-marks, patents, and deferred
charge unusual advertising expenses over a charges. (Case reviewed, Davenport vs. Lines,
number of years, rather than entirely against 72 Connecticut 118.)
the profits of the year in which they are in
curred, the court’s ruling is of interest:
EARS ago, in England, an eccentric old Knowl
man burned the midnight candle-grease fig edge of
“This expenditure may or may not have in
uring how to leave his property so that one Law
of
creased the business of the corporation, but the
court (i. e., the lower court) failed to find that his descendants of a distant generation might
as an asset it had any value. This is equivalent own all the wealth of the world. He then made
to finding that it had none at the time and ought a will withholding the estate from his heirs for
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sultation of the lawyer, and sec
Law several generations, the profits of
Depart each year to be reinvested, and so
ond, knowledge by business men of
ment on with the profits on the profits
the principles of business law, so
December, 1916
that they may (a) know when to con
in a sort of endless chain. The
(Continued)
will was contested, and for sixty years or more sult a lawyer, (b) know how best to present to
went the rounds of the courts. In the end the the lawyer important facts respecting a given
contestants won and divided between them the transaction, and (c) have some logical basis

Pace Student

upon which to judge the ability of the lawyer
consulted.

handsome sum of $28.10.
Often in litigation neither side truly wins.
Unnecessary litigation is an economic waste,
which a joint committee of the New York State
Bar Association and the New York City Cham
ber of Commerce is seeking to check. The un
initiated may regard participation of lawyers in
this movement as a killing of the proverbial
goose. But times have changed since lawyers
sang that old song which wound up:
“Pull up your chairs and light bumpers fill,
To the jolly testator who makes his own will.”
Modern lawyers favor the consulting branch
of the law and recognize that needless law suits
can be avoided only by substituting consulta
tion for litigation.
Business men agree with them if the replies
received by the Committee from leading captains
of industry may be accepted as a criterion.
Lewis E. Pierson, Chairman of the Board of Di
rectors of the Irving National Bank, answered
that formal legal instruments and also contracts
should be drawn by competent lawyers. He
added that all agreements should be reduced to
writing, that counsel should be consulted to
clear up uncertainties, and that more time and
attention should be devoted to an investigation
of the other parties to a contract before any
business relations were concluded.
Four-fifths of the cases coming before the ar
bitration committee of the Produce Exchange,
declared Welding Ring, for many years a mem
ber, grew out of the careless manner in which
contracts had been drawn. “Parties are so apt
to forget just what their intentions were,” he
remarked, “or conditions may change and their
views change with them, but if all particulars
are stated definitely in the contract, then there
can be nothing left for disagreement.”
Alexander C. Humphreys, of Humphreys &
Miller, Consulting Engineers, wrote that he had
arranged for the graduating class of Stevens to
have a short course of lectures from a promi
nent, common-sense lawyer to “impress upon
them the necessity not only of appealing to an
expert in law, but also to impress upon them
the necessity of being careful in the selection of
that expert.”
The remedy lies in, first, more frequent con

ONTRACTS of employment frequently in Contracts
volve interesting questions under the Stat of

ute of Frauds. One of these is contained inEmploy
a
letter received by The Pace Student. In part ment
the letter reads: “A gets hurt in an accident.
He makes a settlement with the understanding,
which was given orally, that he will receive a
position. Could A hold the party on the con
tract?”
If the question “Can A hold the party on the
contract?” means “Can he compel specific per
formance?,” the answer is in the negative, for
the reason that, if it be a valid contract, money
damages would compensate for the breach.
The validity of this contract depends upon
whether or not the law requires it to be in writ
ing. On this point the statute provides that all
contracts which cannot be performed within one
year from the making thereof must be in writ
ing. This provision is so construed that if by
any possibility the contract may be performed
within the year, it will be held valid. If by
the happening of a contingency, such as death,
the contract would be performed, then it need
not be in writing. There is a distinction be
tween the performance of a contract, and its
termination, by virtue of a contingency. Should
the contract be merely terminated, it is void.
Hence, to answer the question fully, it is neces
sary to consider whether this contract was:
(a) For a specified length of time longer
than one year;
(b) For an indefinite period of time;
(c) For the life of the person who was in
jured.
Assuming the contract was for five years, it
would be void, for death within the year would
terminate it and would not result in perform
ance. It must be remembered that the contract
dates “from the making thereof.” Even though
the term of service is for one year or for a
shorter period of time, if the term ends beyond
one year from the making of the contract, it is
void. Should a contract be for exactly one year
from the date of making, it is held valid.
Another class of contracts consists of those

C
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LEASE explain why Treasury
Question
Stock is treated as a reduction
and
ace tudent
Answer of Capital rather than as an asset
December, 1916
Depart on the Balance Sheet. I have in
ment mind a statement of a well-known authority, as as a part of

P

ership in those assets would un
questionably be a duplication. Own
ership in the corporate fund of as
sets, cannot logically be considered
that fund. Otherwise, we must ac
cept the inconsistency of a thing representing
ownership in itself. In brief, Capital Stock can
not at the same time represent both ownership
and the thing owned.
Practically the same reasoning applies to
Treasury Bonds. A bond of the ordinary type
is a negotiable instrument. For the sake of sim
plicity, therefore, let us reduce the problem to
its fundamental aspects. Let us assume that
you take the form of a promissory note and fill
it out so that it reads that you promise to pay
to bearer $1,000,000 one year from date. You
then hold the note in your own possession.
What entry? Possibly if you had a real inten
tion of negotiating the note, you would want to
record it in some manner. In that event you
might call it a Treasury Bills Payable and debit
an account raised under that name for the
amount of the note and credit an equal amount
to Bills Payable. Is the item of $1,000,000 an
asset? If so, why not make it $5,000,000 or
$10,000,000?
The same condition holds with a corporation.
Bonds, subject to certain restrictions as to
amount, may be issued. After formal authoriza
tion they are signed and sealed, after which
they are ready for delivery if sold. We ordinar
ily speak of the bonds being issued when they
are thus ready for delivery. It is necessary to
record the bonds and to guard them carefully
for the reason that if they come into the wrong
ful possession of any person from whom a pur
chaser acquires them in good faith, they are
valid in the hands of such purchaser against the
maker. Therefore, extra precautions must be
taken to guard them. Nevertheless, whether
bonds are part of an original issue or whether
they have been returned after once being sold,
they are, in theory, an offset to an equal amount
of liability recorded in the accounts. Treasury
Bonds on the debit side are an offset to the bond
liability on the credit side.
The confusion arises in both instances from
anticipating a condition that may arise. We are
willing to agree that Treasury Stock in many
instances can be sold and a real asset may be
secured in exchange therefor. The same can
be said of Treasury Bonds. There is, however,
a fundamental difference between the financial
condition before and after such a sale. In our
treatment, for the purpose of financial display,
we recognize the difference while still display-

S

follows: “Stock which has been issued and is
later acquired, either by gift or purchase, is
known as ‘treasury stock’ and should appear on
the books as an asset. It represents property of
more or less value and is not a deduction from
the outstanding capital stock unless it is retired
by due process.”
In the August issue of The Pace Student, on
page 143, you state as follows: “It should be
noted that the Treasury Stock and Treasury
Bonds are not assets, and should not appear as
such on the Balance Sheet, but should be de
ducted on the liability side from the authorized
capital stock and authorized bonds.”—J. T.
In the event that a corporation lawfully acquires
A
its own stock, we have, in the absence of a can
cellation and retirement of the stock by formal
process, a condition in which the corporation
holds its own formal capital stock certificates.
These certificates are commonly known as
Treasury Stock, and, pending their cancellation
or sale, it is proper to record the stock in a
ledger account which will appear with a debit
balance. So far, no doubt, we are in agreement
with the authority you quote.
When the Treasury Stock is retired by due
process and cancelled, we debit Capital Stock
and credit Treasury Stock. The ownership of
values, i. e., assets, is exactly the same after the
cancellation as it was before. Real asset value
would not be destroyed by this procedure.
If cancellation of Treasury Stock does not ex
tinguish asset value, we must conclude that the
Treasury Stock before retirement was not in it
self asset value. In fact, it is merely an offset
to an equal number of shares recorded in the
Capital Stock account.
In the event that the stock is sold, a different
condition arises. Asset value presumably is re
ceived by the corporation, and we have an addi
tional amount of outstanding stock. This is a
very different situation from the one which ex
ists immediately before the sale, in which the
Treasury Stock is merely a formal evidence of
proprietorship interest entirely under the con
trol of the existing proprietorship.
To state the proposition in other words, the
outstanding Capital Stock represents the owner
ship of the net asset value of the corporation,
and, together with the surplus, it must equal the
excess of the assets over the liabilities. To in
clude in the assets an amount representing own

6

Question ing on the balance sheet every item
has in mind, and we would not vio
and that the other method discloses.
late a principle of accounting which
Answer
Practically, the display of the
is
essential to the current state
December, 1916
Depart
Treasury Stock on the asset side of
ment of facts.
ment
the Balance Sheet works no serious harm, for
We are especially pleased to have had this
the
real
situation
is
clear
enough
to
anyone
who
question
raised because of the far reaching im
(Continued)
relies on the Balance Sheet for information. portance of the principle involved. Clear think
However, as a matter of strict theory and tech ing on fundamental matters of accounting prin
nical display, there can be no doubt of the cor ciple and technique, however, can bring us to
rectness of the position we take.
no other answer than the one given.
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Please explain what is meant by the term Q
“issued.” I thought “issued” meant that the
stock, etc., had been disposed of. However, as you
use the term in the quizzer on Lecture VIII on
Corporation Accounting it is evident that I am
wrong, for you state as follows:
“For the purpose of acquiring this industry,
The National Gas Company was organized April
1, 1899, with a capital of $100,000, and after pur
chasing all of the stock the American Company
issued $100,000 of first mortgage 6 per cent, gold
bonds, dated April 1, 1899, due April 1, 1929,
interest payable January 1 and July 1 of each
year.”
Later you state, “The National Company used
all of its capital and $90,000 first mortgage
bonds, holding in reserve $10,000 of bonds for
improvements.”—J. T.
Bonds, when signed and sealed are considered A
to be “issued.” Delivery must take place, how
ever, before a liability attaches. In speaking of
capital stock, the common practice is to include
delivery in the term “issue.” Stock is not so
likely to be held in suspension between the exe
cution of the certificates and delivery. This
practice accounts for the use of the term “is
sued” in the proposition, which, by the way, is
taken from a C.P.A. examination.

In case it is customary to charge incoming
freight on machinery to the Machinery Account,
and a machine is received by express, the
charges being about six times that of freight or
perhaps more, is it proper to charge a propor
tionate amount—figured at the freight rates—
to the Machinery Account and the balance to
a Miscellaneous Incoming Transportation Ac
count?—J. F. B.
A
As a fundamental principle of accounting, we
capitalize items at their cost. Ordinarily we in
terpret cost as the amount necessary to place
the things we use in our possession. We, there
fore, add to the purchase price all necessary
carrying charges incident to bringing the article
to a place where it can be used. If we attempt
to set up an arbitrary amount other than cost,
we find ourselves immediately in a sea of diffi
culty. We have to differentiate between trans
portation, and say that a different principle ap
plies depending on the means of transportation,
that is, whether the article is carried by pack
mule, by canal boat, by freight train, or express
train. Again, a piece of machinery might be
bought at an unusually high price, due to the
fault of the buyer or to abnormal conditions. In
such an event we could hardly expect to charge
the excess cost to operation. Inversely, if we
bought a machine at a very favorable price, say
40 per cent. below the normal price of the
article, we would hardly be justified in crediting
up the theoretical saving as an income. In all
of these matters it is impracticable to set up a
theoretical value to be used instead of the actual
cost value. Throughout all accounting, in fact,
we adopt the cost value as the basis of capitali
zation ; and, everything considered, no better
rule can be found.
We must recognize the fact, however, that
certain of these assets after acquisition will
stand upon the books at an undesirably high
value. Our recourse in such a case is to set up
a reserve for depreciation sufficiently large to
reduce the value during the early life of the
asset to a reasonable basis. In this way we
would meet the situation which our questioner
Q

A manufacturing concern produces two prod Q
ucts, which are in no way related as by-prod
ucts ; that is, the method of manufacture of
one is entirely distinct and separate from the
other. The cost of the raw material can, of
course, be kept separate, as can the manufac
turing and shipping costs. However, both prod
ucts are handled by the same selling staff; they
are sold to the same trade; their costs are not
nearly equal:—the cheaper product at the pres
ent is the easier sold, not because it is a substi
tute for the other, for it is not. The two articles
have entirely different uses. Can you suggest a
way of arriving at a fair basis for dividing the
selling cost between the two articles?—H. E. W.
If the actual cost of selling each of the two A
products can be determined in any definite man7

[Forward to page 18

Account
ancy
Experi
ence

COMMON inquiry on the part
of students who live in cities
or in country districts where
little opportunity is afforded for ob
taining practice with Accountancy
firms, is “How can I secure experi
ence in Accountancy practice?”
It should be understood that Ac
countancy in its present develop
ment in the United States is con
fined very largely to the principal
cities. New York, of course, has a
greater number of practicing ac
countants than has any other Amer
ican city, although Chicago, Phila
delphia, Boston, and a number of
other large cities have a considera
ble group of professional account
ants. In each of at least fifteen or
twenty of the principal cities of the
country the practicing accountants
are strong enough to maintain a
professional society for the discus
sion of their problems, and for the
promotion of the interests of Ac
countancy in general.
In view of these facts, it becomes
necessary for the prospective ac
countant to select a city in which
to secure his professional practice.
This practice should be sought with
a firm of accountants of standing,
and the prospective employee
should look as much to the training
to be secured as to the financial re
turns that he will receive during his
probationary experience. New York
affords the widest selection of firms
with whom employment may be se
cured.
It therefore attracts a
large number of young men who
find it necessary to move to a city
to secure the coveted experience.
Positions in an Accountancy of
fice can rarely be secured by long
distance communication. Employers
almost invariably insist upon meet
ing their prospective employees for
a personal interview. This is true,
aside from other reasons, because
each employee to a considerable ex
tent represents the employing ac
countant in professional matters.
General education, good personality,
and professional appearance are
very essential, and these matters
cannot be judged satisfactorily with
out a personal interview.
The prospective employee, there
fore, should arrange to come to the
city for the purpose of securing a
personal interview. He should be
able to take care of himself without
regard to income from employment
for a considerable period of time,
six or eight weeks at the least. It
often happens that employment can
be secured in a very short time,
especially at busy seasons of the
year, but, on the other hand, weeks
may elapse before a favorable op-
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portunity is secured. Of course, if
the young man possesses excep
tional academic education, and has a
good personality, and in addition is
a graduate of a recognized Account
ancy course, his opportunities are
much better than if he does not
possess these advantages. Business
experience enters in to a considera
ble extent, for the reason that a
prospective employee who has man
agerial and other organization ex
perience is apt to develop much
more rapidly than a young man
without qualifications of this nature.
To sum up the matter, the young
man who must change his location
in order to secure accounting ex
perience, should secure all possible
academic and educational develop
ment before making the change. He
should then come to a city that af
fords a wide range of selection, and
he should be prepared to maintain
himself until he is fortunate enough
to secure a position. During the
first year of employment he will
usually be able to earn from $800
to $1200, depending upon his edu
cation and experience; and financial
returns of this amount should look
especially good to him when com
parison is made with the returns of
the young lawyer, or of the young
physician during the first year or
two of his practice. Planning and
courage are required to carry out
this part of the program of develop
ment as a professional man, but the
way is clearer and the hardships
less in Accountancy than in the
case of any other profession.

HE American people rank last
in thrift, according to J. Li
oneberger Davis, Vice-Presi
dent of the St. Louis Union Trust
Company, who addressed the Con
vention of the National Association
of Life Underwriters in St. Louis
recently.
“It is significant,” he said, “that
in the United States where wages
are notoriously high, only 99 peo
ple of each 1,000 have savings ac
counts, whereas in Australia there
are 300, in England 302, in Germany
317, in France 346, in Belgium 397,
and in Switzerland 554. It is also
significant that in Germany, France
England, and Japan, the number of
depositors is greater than in the
United States, and that in Germany
the aggregate amount of savings de
posits is almost as large as the ag
gregate in the United States, al
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though Germany’s population is only
about two-thirds as large as our
own.
“Banks and insurance companies
are performing services that are
educational in every sense of the
word and are doing more than a
thousand times more than any other
agency to reduce poverty.”
HE fact that an increasing
number of college men are be
ing won from professional pur
suits by the allurements of business
and industry, was stated by Ernest
Martin Hopkins, in a speech which
marked his installation as the elev
enth president of Dartmouth Col
lege.
“In training for leadership, the
influence of the college in years
past, unconsciously perhaps, has
been to set college men apart in the
communities in which they lived,”
said Mr. Hopkins.
“The requirement now is emphat
ically the reverse. The change has
been wrought very quickly, and the
men now going into the professions
from our colleges are far outnum
bered by those seeking the newer
career.
“We have as a people specialized
so completely in recent years on
claiming rights that our senses of
obligation and responsibility have
become atrophied. Authority has
been weakened not only in State
and Church but in home and school,
until it commands less respect even
than obedience. Amid all this some
how the conviction has begun to
grow that dilettante philosophizing
about rights and claims to oppor
tunities which have not been earned
offer too little compensation to con
structive accomplishment for what
society is called upon to sacrifice in
the character of the individuals who
compose it, through their being so
little called upon to acknowledge any
authority of any kind whatsoever.
“Development of our national life
has been shown to be far short of
the standard to which it was sup
posed to have attained, and in many
of our attributes we have been
proved more a group of people than
a nation.”

T

B. A. DUSENBURY, of Cobleskill,
N. Y., Pace Institute of Account
ancy, Extension Division, has joined
the staff of A. S. Fedde & Co., Cer
tified Public Accountants, 55 Liberty
Street, New York City. Mr. Du
senbury was formerly connected
with the Farmers & Merchants
Bank, Cobleskill, N. Y., and has
been acting as deputy treasurer of
Schoharie County, N. Y.

Thrift

College
Train
ing

w.

young men desiring to obtain suc

Sanders cess as practising accountants.
Davies Busy as Mr. Davies is with the
C.P.A. many problems of his own highly

successful firm and with the affairs
(Continued) of the Institute, he has time for a
cheery greeting and a warm hand
shake for all who wish to have a
face-to-face word with him, what
ever their business. Since he is a
man who in appearance and manner
shows that he likes his fellow mor
tals and trusts them, it is but natu
ral that they in turn should like and
trust him, and delight to do him
honor.

Rail
road
Scholar
ships

NOTHER evidence of the high
value placed by corporations
upon the practical education
of their employees is seen in the
recent action of the Pennsylvania
Railroad in awarding scholarships
to the children of certain of its em
ployees.
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Officials of the railroad recently
announced that the Frank Thomp
son scholarships, established in
memory of a former president of
the road, had been awarded to
Frank Leslie Campbell, of Philadel
phia, and Willard Bryant Hafford,
of Columbus, Ohio. The scholar
ships were established in 1907 by
Mr. Thompson’s children.

The purpose is to enable children
of deceased or living Pennsylvania
employees to obtain a technical ed
ucation. Campbell, who is seven
teen years old and a graduate of
the West Philadelphia High School,
is the son of A. J. Campbell, a
draftsman in the Philadelphia ter
minal division. Hafford is twenty-

three years old and was graduated
from the North High School, Co
lumbus. His father, J. W. Hafford,
is dead.
Nineteen applicants contested for
the scholarships; eleven from lines
east of Pittsburgh, and eight from
lines west. The scholarships go to
the contestant in each division hav
ing the highest average.

LOUIS SEVRIN, Newark School
of Accountancy, who was formerly
employed as Assistant Credit Man
ager by Schwary & Son, has been
engaged as Cost Clerk by the
Sackett & Wilhelm Company.

EDWIN A. PALM, Pace Institute
of Accountancy, has been engaged
as General Bookkeeper by the
American Chicle Company. Mr.
Palm was formerly employed by
the Hudson Trust Company.

Your Market Value
What is your market value in Business?

Suppose the concern you are
now with should go out of existence or should be consolidated with another, and
you should lose your present position. Suppose you should be asked to resign for or
without a reason. Suppose, being dissatisfied with your work or with your prospects
of advancement, you should desire to make a change on your own initiative. Where
would you go? What would you do? What could you earn? How big a demand would
there be in the open market for your experience in Business and your knowledge of
Business?

What is the source of market value in Business—what produces it? You will
agree that it is knowledge — knowledge that finds expression in a mastery, not of the
details of a particular business, but of the fundamental principles and processes that
underlie all Business; in the power to take a broad view of the application of these
principles and processes; and in the ability to think and reason about them consist
ently and logically.

In order to secure knowledge and thereby develop market value, you must utilize your
personal overtime in the study of subjects that will give you a controlling grasp of
Modern Business as a science—the subjects of Organization, Management, Finance,
Accounting, Law, and Applied Economics. The general subject that covers these
specific and allied subjects is Accountancy and Business Administration.

The Pace Standardized Courses in Accountancy and Business Administration, which are
conducted in 61 schools in 47 of the most progressive cities in the country, have de
veloped and are developing the market value of hundreds of young men and women
by equipping them to become either Certified Public Accountants or the holders of
important executive positions in private organizations.
New classes will be formed in January and February, 1917. Full details and descriptive
pamphlets are available upon request. Ask particularly for the stimulating brochure,
“Your Market Value,” by Horatio N. Drury.

PACE & PACE
Pace Standardized Courses in Accountancy, Business Administration, Oral Expression, and English, in Residence and by Extension

30 Church Street

New York
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am I happy in my work? Am I
ASH is an asset that
doing my share and a little more,
we may properly ap
as a son, a brother, a husband, a
proach with mixed
December, 1916
neighbor, a citizen?
emotions—with re
spect, with some caution, and
If a negative creeps in, take thought as to
with considerable affection. We a remedy. Real, joyous living requires an af
respect it in the business organi firmative on every point.
zation for the independence of
action
that
it
assures.
A concern strong in cash
DON’T be a second-hand thinker, especially Second
Cash
can buy well and sell when it chooses; it can
upon matters appertaining to Business. hand
take advantage of every economy to be secured If you borrow a thought, an idea, a plan, a Thinking
by the purchase of suitable equipment and the scheme, a method from somebody else, and
employment of proper help; and it is the one forthwith try to put it into effect without maul
final and complete defense against commercial ing it over with your own mental faculties, you
disaster and insolvency.
become a second-hand thinker, a second-rate
We should view the asset cash with caution thinker, a thinker that doesn’t think.
because it is the asset most subject to attack.
Borrow brain products from anybody, any
Of all assets it is the most attractive to the thief where, to-day, to-morrow, and all the time, for
and the embezzler, and extraordinary precautions borrowing and appropriating are of the essence
must be taken to protect it.
of real education, real de
It must also be safeguarded
velopment. But don’t stop
THE PACE STUDENT
against the attack of honest
with the borrowing; scru
but energetic persons who
tinize what you borrow
A Magazine of Service
wish to possess it in ex
through the eye of the dis
Interpreting
change for assets that may
cerning mind; weigh it
the Purpose, Spirit, and Needs
be slow or unprofitable in
carefully in terms of your
of Modern Business
realization and for services
own knowledge; modify it
that may be grievously over
and improve it to suit your
Published Monthly
valued. In fact, cash is so
own needs and purposes,
difficult to control and re
discarding what is irrele
Subscription Price $1.00
tain that a man not seasoned
vant and retaining only
a Year, Payable in Advance
by long commercial experi
what you can use and ap
ence may easily lose it with
ply. Regard every thought
PACE & PACE, Publishers
out receiving the benefits
or idea, no matter how pe
30 Church Street
which it should command.
culiarly the grist of some
Finally, and for very per
body else’s mental mill, in
New York
sonal reasons, we view the
the nature of a personal
Copyright, 1916, by Pace & Pace
asset cash with affection. It
discovery.
is the token that commands
Thus, that new selling
the theater ticket, the fall overcoat, the good plan that you hit upon, that new accounting sys
lunch, and the six-cylinder automobile. The tem, that new advertising method, that new col
jingle of coins is pleasing to the ear, and the lection scheme, can be made to work, to serve
yellow and green in the wallet is soothing to the your ends. Unless it will do this very thing, you
eye. We like the root of all evil.
want none of it anyway. Don’t be a second
Vive cash!
hand thinker.

Edi
torial
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A

QUESTIONAIRE, my dear sir, for your
personal and confidential use:
Am I selling my services for a satisfactory
aire
price, satisfactory in view of the ability I possess
and the market available? Do I exchange my
salary or other returns wisely and economically
for the things I need? Do I save a bit for the
rainy day? Am I developing my ability in a
way that will have a vocational effect? Allow
ing for a reasonable amount of discontent which,
as an aspiring man, I may legitimately have,

A
Question

N each succeeding generation new conditions Business
arise and the tools of commerce are changed. Tools
The young man of this generation seeks success
and strives for the best means of attaining suc
cess as did his father before him in a business
generation that is gone, but he confronts differ
ent combinations, different tendencies, and dif
ferent physical conditions. The business moral
ity of a former generation is revamped; the atti
tude of government to business is changed; and
the equipment with which he must work bears

I
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it. It is better to scale down in
little resemblance to the equipment
ventory values than to write them
that aided his father in his commer
up. It is better to over-anticipate
cial battles.
December, 1916
losses in the collection of accounts
It always seems, in view of the
struggle of the hour, that all the golden chances receivable than it is to underestimate them.
for success have passed by—that the opportunity If a dividend is to be paid, safety lies in making
for profit and honor is small in comparison with the payments too small rather than too large. In
the opportunity of yesterday. The thoughtful a thousand instances, of which the ones given
young business man, however, is compelled to are typical examples, we should invoke the prin
dismiss this idea, because he has around him the ciple of conservatism. Do you understand and
Fords and the Woolworths of today, who are practice this fundamental principle of business
achieving startling successes, just as the Rocke success?
fellers and the Harrimans achieved the business
successes of yesterday.
OU find him everywhere — the faultfinder.
To him everything that is, is wrong, partly
Success, in fact, comes to men of every gen
eration in every country. A few of the successes wrong anyway. He complains of the office lay
come through special privilege, or blind luck, out, of the poor light, of the noise that jars his
but by far the greater number come to men, nerves, of the way the telephone girl answers
who, with clear-headed energy, meet the necessi and gives calls, of the amount of work he has to
ties and conditions of the business generation of do, of the meager salary he gets, of the pull that
which they are a part. The production of a re other fellows have, of the inefficiency of the sell
liable and low-priced motor car, the manufacture ing staff, of the mistakes in business policy by
of a satisfactory sound reproducer, the improve the officers and directors. Every large office
ment of the moving picture, the establishment staff has its habitual faultfinder who is everlast
of retail stores dealing in merchandise in low- ingly “blocking the path of progress, scattering
priced grades and qualities—all these are but the seeds of distrust, poisoning the minds of
successful answers to insistent business demands those who listen, marshalling the forces of un
reason, casting shadows on the sun, dimming the
of to-day.
We must conclude, therefore, that successes light of the stars, and mocking the hopes of
are waiting to be won, but that to share in the humanity.” Away with him!
business success of this generation we must meet
DO you say you are “tired of working for
the conditions of to-day and to-morrow by means
of the use of the tools of to-day and to-morrow.
the other fellow? All right. We suggest
The most important tool—scientific knowledge— a remedy for that tired feeling. Pretend you
is available to the average young man by means are the boss. You are working for yourself.
of the proper utilization of his spare time. With You, as “boss,” look over yourself, as “clerk.”
the issues thus squarely put before him, it is but Inspect your work. Make a list of the things
a question of his ability to grasp the situation you have done better than they were done be
and of his energy to meet it.
fore. Scrutinize your efficiency. Be candid in
your judgment, and see whether you will pro
UR automobile editor says: It does not mote yourself, or fire yourself and hire some
pay to adjust the carbureter when the other fellow.
motor is pulling well. Many energetic house
wives lose their maids because they cannot re
"SIMPKINS is too big a man to prove the
frain from managing when management is not
receivables,” remarked the boss as S.
needed; likewise, many a business has been strolled in with a cigar after a two-hour lunch.
wrecked because the proprietor could not let “He ought to be running a railroad or a trust
well enough alone.
company. I am not going to stand in his way,
either, at least not after 1 p. m. Saturday next.”
HROUGHOUT all commercial transactions
Conserv
Lack of physical exercise makes the muscles flabby.
wherever and whenever doubtful matters
atism
Lack
of mental exercise makes the brain soggy.
are to be decided, a conservatism should be prac

ticed that amounts almost to a universal prin Keep fit physically and mentally.
ciple or law—a principle that operates as a
Some men are missing—pulling their load with five
Safety First measure to the business enterprise. cylinders and missing with the sixth. Do you “miss”
If depreciation is to be reserved, it is safer to on courage, energy, optimism, stability, or any other
overestimate the amount than to underestimate essential quality?
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The
Fault
finder

Your
Own
Boss

Res
taurant
Costs
Homer
S. Pace,
C.P.A.

Percent
age

HE advance in the
closely. If the percentage of food
cost of food sup
cost rises, he knows that it must be
plies brings many
due to one or more of the following
December, 1916
professional prob
causes:
lems to the accountant for so
1. Increased Purchase Price of Food Used. Cost
lution, to say nothing of the per The increase, as is now commonly the case, may Factors
sonal one which he confronts in be due to a general advance in the price of
keeping his own larder well commodities. Nevertheless, no matter what the
stocked with the necessaries of life.
current prices may be, there is a possibility of
Especially in giving advice in respect to the a heavy percentage of excess cost due to poor
management of a restaurant—whether that trou buying. Supplies may be bought in small quan
ble-producer is operated as a department of a tities from day to day. The steward or other
hotel or is one of several activities of a club or employee may buy from a very few concerns
an institution, or is operated as an independent without any attempt to shop for favorable prices,
commercial venture—the heavy increase in the and there is a possibility of graft by reason of
cost of the supplies used raises many questions placing orders with particular concerns. These
in respect to prices to be charged, the size of matters must all be taken into account and stud
portions to be served, the dishes to be featured, ied, especially when prices are advancing, for the
and the qualities to be used. The problem is not management is too apt to accept all of the ad
quite so pressing in the case of a hotel or insti vance as due to the advancing state of the mar
tution in which a restaurant loss may be offset ket with which he is familiar.
against income received from some other source,
2. Theft or Waste of Food Supplies. A very
but in the case of the independent restaurant common cause of an increase in the percentage
the very continuance of the venture is dependent is the theft or waste of the supplies after they
upon a satisfactory treatment of these problems. are received in the kitchen. This element of
In analyzing restaurant results the first thing loss is controlled to a large extent by a proper
to determine is the relation between food costs, system of stores, involving the detailed checking
i. e., the cost of the food as it is delivered in the in of goods as they are received, and the issu
kitchen, to the income. To the layman the per ance of the supplies, wherever practicable, on
centage that the cost of food bears to the income requisitions. An inventory of the supplies should
is surprisingly high. In commercial restaurants be made at least once a month, in order to de
the cost of the food is apt to be 50 per cent., or termine the actual cost of supplies used. This
even a greater percentage, of the income, while inventory is facilitated by the proper kind of
in an institution or club the cost of the food, a stores system.
even under good management, is apt to run 60
It must be borne in mind that certain kinds
per cent. to 70 per cent., and in some cases even of food supplies cannot be handled on requisi
higher. The percentage is dependent, of course, tion with the exactitude that is possible in han
to a considerable extent on the schedule of prices dling factory stores. This is especially true in
charged, and it is, therefore, necessary to deter respect to milk, cuts of meat, chops, and the
mine what the percentage should be in the par like, which are apt to be bought in quantity and
ticular restaurant. Thus, it may be the policy used as needed. It does not apply, however, to
of a club to maintain rather a low schedule of canned goods, bottled goods, and a greater part
rates, in which case the percentage of food cost of the dry groceries.
would naturally be higher than would be the
In a large restaurant there must be in the ac
case with normal commercial charges for the counting records an analysis of the cost of sup
food served. In any event, a percentage that plies into enough classifications to enable the in
measures a reasonable relation, taking into ac creased cost to be traced to a particular kind
count the prices of food, the rates charged, and of supplies. Thus, a classification may be kept
the portions to be served, must be established as for cream and milk, another for fish, another for
a measure against which results may be ob poultry and game, and so on. A suitable classi
tained. Thus, in a group of related institutional fication localizes results so that increases from
restaurants, a percentage of 65 per cent. was ob whatever cause may be located.
tained as the reasonable percentage that the cost
In addition to all accounting precautions and
of food supplies might bear to the income.
aids there must be efficient supervision to pre
After the determination of a reasonable per vent operating loss. The management must
centage, the restaurant manager should watch make effective use of odds and ends, and there
the relation between cost of food and income must be the disposition on the part of the chef
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The restaurant manager, may,
however, adopt various means to
economize in the use of incidental
December, 1916
food supplies. Thus, if one piece
ment requires that definite amounts shall be al- of butter is served at a time, and the guest must
loted to portions, and that care shall be exer secure additional butter from a waiter, the cost
cised that these amounts are not exceeded. The for butter in a restaurant will be less than if a
amount served in a cut of beef, for example, plentiful supply is made available to each guest.
may be increased 30 per cent. or 40 per cent. by The same is true in respect to bread.
mere carelessness in carving, and the same fact
In the case of special sauce and relishes, such
holds true in respect to many other portions that as chili sauce, tomato catsup, and Worcester
are served. Care must be taken, therefore, to shire, they should be held in reserve by the
determine proper portions, and supervision must waiter and supplied only upon request. Nearly
be exercised to see that these portion sizes are every guest will use relishes of this nature if
maintained just as closely as is practicable.
they are placed on the table, while only an oc
4. Menu and Prices. A great deal depends casional guest will think of a relish and ask for
upon menu and the relation of the prices it specifically. As an aid to economical manage
charged for the various portions. A dish in ment, therefore, the practice is as stated, to keep
which the food cost is low, as is often the case these special relishes in reserve.
with a ragout or stew, may command relatively
In all of the matters incidental to food cost
a higher price than a dish in which the food cost there is an opportunity for considerable saving
is high, such as roast beef. The menu should be without in many cases unduly limiting or affect
designed, therefore, to contain as large a propor ing the patronage. Of course, the general na
tion of profitable dishes as practicable, and these ture and policy of each restaurant must be taken
dishes should be featured by a special type and into account in working out a policy in respect
in other ways, so as to deflect the patronage to to the incidental food supplies.
dishes in which the percentage of food cost is
low. It should be remembered that the final
An analysis of the cost of food must take into
Effective
percentage of food cost to income averages over account all of the foregoing factors. If a proper Super
all of the dishes. Good management, therefore, accounting system is in operation that provides vision
requires that the portions with low food cost for inventories and for proper classifications of
should always be sold, if possible, in preference food costs, the results can be presented in state
to the portions with high food cost. Theoreti ments and by charts in such a manner that the
cally, the prices charged should always give due management can supervise much more closely
weight to these differences, but as a matter of and effectively than would be the case without
practice it is not always possible to charge the proper accounts. In any event, the real cost of
price that a dish should really command. A good the food used must be studied in relation to in
restaurant manager, therefore, always gives seri come, and such an analysis must be made of the
ous consideration to the menu, not only from the cost as will enable the management to locate
viewpoint of providing appetizing foods, but losses due to ineffective buying, theft, or waste, to
from the viewpoint of cost.
carelessness in serving portions, or to ineffective
5. Incidental Cost of Food Supplies. In nearly planning of menus and the prices to be charged.
The accountant has not by any means ex
all restaurants there are a number of food sup
plies that are used incidentally—bread, butter, hausted the field of study when he has analyzed
sugar, cream, catsup, and the like. So far as the situation and determined facts in respect to
custom will permit in the particular class of all of the foregoing matters. He still must con
restaurant, these items must be placed on a sider the cost of the preparation of the food, the
charge basis. A notable instance of this has cost of serving it, and the overhead expenses of
been the recent action on the part of dining-car rent, gas, electric light, and general management.
service on railroads to make a charge for bread The chef, of course, is the czar of the kitchen,
and butter. In practically no dining car is around whom everything revolves. More often
bread and butter served without a ten-cent than not he brings his own crew, and he has his
charge. This practice has not been found gen own ideas as to what work shall be done by men
erally applicable in restaurants, although it has and what work shall be done by women. The
come into practice to make an extra charge for matter of the effective and economical prepara
cream when it is served with coffee, and for all tion of the food is half solved when the proper
chef is employed, and the problem of securing a
relishes, such as pickles, olives, and celery.

Restaur and his assistants to economize and
ant to prevent waste.
Cost
3. Carelessness in Serving Por
tions. Effective restaurant manage

(Continued)
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eral departments. The basis for
Cost N this month’s issue of The
Pace Student we conclude the
this distribution depends on the na
System
ace tudent ture of the business. It will be ne
for abridged reprint of the pamphlet,
December, 1916
cessary to open departmental labor
Manu “Fundamentals of a Cost System
for
Manufacturers,
”
issued
by
the
Federal
Trade
accounts
which
will be charged with all labor
factur
Commission.
Believing
that
this
publication
and
credited
with
the labor cost of the complet
ers
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prepared by the Government’s Commission would
be of interest to many of our readers, we have
devoted space in our magazine to the presenta
tion of the text of the pamphlet. It is under
stood that this presentation does not constitute
an indorsement by The Pace Student, either of
the views expressed in the publication or of the
manner of expression.
Our comments on the text follow at the close
of the reprint.
“A system for recording the costs of a con
tinuous product is a much simpler one than a
system for recording the cost of job work, be
cause in the former costs are figured depart
mentally or by processes instead of by jobs.
The accounts are practically the same, except
that there is not the necessity for the same de
tailed analysis as in the job cost system.
“The business must be departmentalized as
the first step, and the departmental divisions
carefully observed, as otherwise true costs will
not be obtained. The departmental divisions are
different from the job cost divisions, as these
should be by processes, regardless as to whether
the work is of similar character or not.
“Material is handled in the same way in both
systems as far as purchases and delivery to
stock room goes, but in a slightly different man
ner after it is requisitioned out. It will be nec
essary to open a material account for each de
partment. As the material is withdrawn for use
these accounts are charged with its cost whether
it be purchased raw material or the finished
product of some preceding department. The
credit to these accounts will be the cost of the
material used on the completed work and bal
ance will be the cost of the material used on
the work in process.
“Labor is handled in the same manner as de
scribed in the Job Cost System, except that it
is not necessary to differentiate between direct
and indirect labor. It is, however, advisable to
keep the direct and indirect labor separate in
order to get a detailed analysis of cost in each
department, so that any leaks which may exist
will be brought to light. All labor done in a
department is part of the cost of operation of
that department and must be taken up in the
monthly cost sheets. There will be some gen
eral labor, such as foremen, superintendents,
etc., whose work must be distributed over sev

ed material. The balance in these accounts will
represent the value of labor done on the work
in process.
“There should be also an overhead expense
account for each department, and these accounts
will be charged with their proportion of the
fixed charges, with all indirect material or sup
plies, and with all miscellaneous expense items.
The credit to these accounts will be the expense
incurred on the work completed, and the balance
will be the expenses incurred on the work in
process.
“At the end of the month a journal entry is
made charging a succeeding department ma
terial account, or the finished goods account, as
the case may be, with the total cost of the prod
uct sent out and crediting each of the depart
mental accounts with its share of the total cost.
When this is done it will be seen that the sum
of the balances in these three departmental ac
counts, namely, material, labor, and expense,
will be the cost of the work in process in that
department. When a department has completed
all the work it has and sent its product to
some other department these three accounts
should balance.
“In some lines of manufacture, where a con
tinuous product is made, it is the practice to
issue a Works Production Order to make a cer
tain quantity of goods, and where this practice
is used the Job Cost System is used, keeping
the cost by order number.
“After the goods have reached the Finished
Goods account the method of treatment under
the Continuous Production System is identical
with the Job Cost System.
“The prime object of a cost system is to de
termine costs, to analyze and compare them, and
to use them as a basis for making prices. But
the uses and advantages go further. A manu
facturer from reliable records is able to make
clearer and more intelligent statements to his
bank and thereby obtain a larger line of credit
than he could without them.
“The Federal Trade Commission is urging
manufacturers to give the subject of accurate
costs the attention it deserves. It has found
that unreliable costs of production and distribu
tion cause a great deal of unfair competition and
a heavy business death rate.
“While the claim is not made that a cost sys-
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tem will save a man from failure,
the claim is made that a man who
knows where he stands day by day
is very much less likely to make a
failure of his business than one who
is directing his business by guess
work.”

Com
ments
on
Cost
Article

EFORE we proceed to a dis
cussion of individual points of
interest, it may be of value to
allude briefly to the elements of
which manufacturing cost is com
posed. All manufacturing cost may
be classified into three elements:
material, labor, and expense. The
treatment of the elements of mate
rial and labor in the article under
discussion calls for little comment.
An adequate stores system is essen
tial in the organization of a fac
tory, and means should be employed
to insure charging individual jobs
with the material used directly in
their manufacture. The proper ex
pense accounts should be charged
with indirect or expense material.
The division of labor into product
ive and nonproductive labor and the
distribution of each class to jobs or
to expense, disposes of the second
element of manufacturing cost.
In cost accounting the element
which presents the most difficulty is
that of expense or overhead, classi
fied as to factory overhead and gen
eral overhead. To accountants and
Accountancy students especially,
the inclusion by the Federal Trade
Commission of various fixed charges
under factory overhead is apt to
provoke a mental question. It is
stated that “the first item of (fac
tory) overhead is Building Expense
or Rent.” Under Building Expense
are included those items which are
incurred in the safeguarding, main
tenance, and taxation of a building
when it is owned by the manufac
turer. If the building is not owned
by the manufacturer, rent takes the
place of building expense, this for
mer expense including also an
amount to provide the owner a re
turn on his investment. Without
attempting to question the fact that
Rent or Building Expense is fre
quently considered a part of factory
expense, it may be well to call at
tention to another view which also
obtains in connection with these
items. Inasmuch as Building Ex
pense—Insurance, Taxes, Deprecia
tion and the like—is incurred in the
interest of capital, for the purpose
of safeguarding and maintaining per
manent assets, it is sometimes held
that such items should be treated
as capital expense rather than as
factory expense, and that these
items should not find their way—in-
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directly, of course—to the Trading
account and thus affect the gross
profits. The same argument applies
to other fixed charges, such as In
surance, Taxes, and Depreciation on
building equipment. If it is argued
that Building Expense should be
excluded from factory overhead
when a building is owned by a
manufacturer, when a building is
only rented, the rent charges should
likewise be excluded from factory
overhead on the theory that insuf
ficient capital renders it impracti
cable to own instead of rent the
property. It may be added that for
purposes of control, it is often de
sirable to eliminate as far as pos
sible from factory overhead ele
ments that do not fluctuate with
the volume of business. In this way
the management is enabled to im
pose upon factory executives a strict
accountability as to results.
Another interesting question men
tioned in the Federal Trade Com
mission’s pamphlet is that of the
treatment of interest on invested
capital. Is interest on invested cap
ital a proper charge against cost of
production? It is not practicable
to engage in a lengthy discussion
of the question at this time. The
arguments against inclusion of in
terest far outweigh, in our opinion,
any arguments that may be ad
vanced in favor of its inclusion. We
do not consider interest on capital
invested a legitimate charge against
cost of production.
A rather unique feature described
in the pamphlet under review is the
“Reserve for Overhead” account.
While the principle of averaging
costs, or the ascertainment of nor
mal costs for a given period as
compared with actual costs, has a
wide acceptance, a Reserve for
Overhead account is not necessarily
employed to effect such averaging.
The various methods suggested
for the distribution of factory over
head to job costs, are worthy of
the consideration of every student
of cost accounting. It is particu
larly necessary to understand the
principles underlying such distribu
tion in order to choose the method
best suited to each individual case.
No arbitrary rules can be laid down
on this point.
After ascertaining the factory cost,
the next point of interest is ship
ping, selling and general expenses.
Although a percentage covering these
15

expenses would be added to factory
cost in order to determine the total
cost of goods, it must be remem
bered that for inventory purposes
the factory cost is used and the sell
ing cost should not be taken into
the financial books.
It is hoped that the reprint of the
Federal Trade Commission publica
tion will stimulate many readers
who are interested in cost keeping
to a more intensive study of the
subject. A mastery of fundamental
principles is the first essential. The
application of those principles under
varying conditions and with varying
details follows.

F. MORRIS ROWLES, Newark
School of Accountancy, has recently
accepted a position in the Account
ing Department of the Platt &
Washburn Refining Company.
RUDOLPH PALECEK, Pace In
stitute of Accountancy, formerly of
Tarentum, Pa., has taken up his res
idence in New York City, and has
been engaged as bookkeeper by
Habicht, Braun & Company.
ALBERT L. JONAH, Pace Insti
tute of Accountancy, has left the
employ of the Bankers Trust Com
pany to accept a position as Ac
countant in the employ of the Sin
clair Oil Refining Company.

MALCOLM DOUGLAS, Pace In
stitute of Accountancy, who was
formerly employed by the Hamp
ton Shops as Bookkeeper, has ac
cepted a position as Bookkeeper in
the Treasury Department of the
New Jersey Zinc Company.

RALPH F. DE MAYO, New York
Institute of Accountancy, has left
the employ of the American Ex
press Company, to accept the posi
tion of Bookkeeper for Cushman’s
Bakery.
W. E. LINDSEY, of Wilkes-Barre,
Pa., Pace Institute of Accountancy,
Extension Division, was a recent
visitor at the Pace Administrative
Offices, 30 Church Street, New
York.

AUGUST G. KINSGRAB, of the
Newark School of Accountancy, was
a successful candidate at the recent
New York C. P. A. examinations.

ELLSWORTH G. REYNOLDS, of
Waterbury, Conn., Pace Institute of
Accountancy, Extension Division,
was a recent visitor at the Pace Ad
ministrative Offices, 30 Church
Street, New York.

English
Depart
ment
Horatio
N. Drury,
B.A.

Relative
Pronouns

N the Septem
ber issue of The
Pace Student I
took occasion to
consider person
al pronouns in
some detail. In
this article I pur
pose to pursue
the subject of
pronouns further and discuss the
proper use of relative pronouns.
A relative pronoun is a pronoun
that joins a subordinate statement
to a principal statement in which
there is a noun or a pronoun to
which the relative pronoun refers.
Relative pronouns are divided into
two classes—simple and compound.
The simple relative pronouns are
who, whose, whom, which, what,
that, as after such or same, and but
when used in conjunction with a
negative—such a word as not, no,
never, or nothing.
Who refers to persons, to animals
thought of as possessing marked in
telligence, and to things when they
are personified. Which refers to
animals, things, or ideas. That re
fers to persons, animals, things, or
ideas. As refers to persons, ani
mals, things, or ideas, and is always
used with same or such. But refers
to persons, animals, things, or
ideas, and is always used with a
negative, so that the two words
form an expression equivalent to
that, not, who not, (whom not), or
which not. What contains its own
antecedent, since it is equivalent to
that which.
Compound relative pronouns are
formed by adding the endings—
-soever, -ever, or -so to the simple
relative pronouns, with the excep
tion of that, but, and as. Hence,we
get whosoever, whosesoever, whom
soever, whichsoever, whatsoever,
whoever,
whosever,
whomever,
whichever, whatever, whoso, whoseso, whomso, whichso, and whatso.
The compound relative pronouns
ending in -so are not now in gen
eral use. The compound relative
pronouns ending in -ever are the
more often employed, those ending
in -soever being reserved for use in
comprehensive and especially em
phatic declarations. Compound rel
ative pronouns, like the simple rela
tive pronoun what, include their
own antecedents. Whatever, for
example, is equivalent to anything
that or which. Whoever is equiva
lent to any person that or who.
When to use that and when to
use which or who is often a per
plexing question. That should be
used in preference to which or who,
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in order to introduce a fairly short
relative clause indispensable to the
meaning of the sentence as a whole.
Such a clause is called a restrictive
relative clause. It should never be
set off by commas.
Which or who also may properly
be used in a restrictive relative
clause, especially if the clause is
rather long, or if several that’s have
been used in the sentence, so that,
in respect to sound, a who or a
which is preferable to an additional
that. In short, the use of that as
a relative pronoun is largely a mat
ter of judgment and choice, provid
ed it is established that the rela
tive clause to be inserted is actu
ally restrictive.
If you have occasion to use two
or more relative clauses referring to
the same noun or pronoun—no mat
ter whether such clauses are re
strictive or not—who or which is
preferable to that. In other words,
prefer who—and who, or which—
and which, to that—and that.
In all relative clauses which add
an explanation of a noun or a pro
noun, and which may therefore be
omitted without impairing the es
sential meaning of the sentence as
a whole, who or which, never that,
should be used; such relative claus
es, which are generally called ex
planatory or non-restrictive, should
always be set off from the rest of
the sentence by commas.
Sometimes, of course, it is pos
sible to think of a relative clause as
being either restrictive or non-re
strictive. In such cases, either the
inclusion or the omission of commas
may be defended. The main thing
is to decide upon the character of
the relative clause, and then to be
consistent in the selection of the
proper relative pronouns and in the
punctuation.
Examine the following sentences:
A word that connects a noun or
a pronoun with the rest of the sen
tence is called a preposition.
That is preferable to which, be
cause there is only one relative
clause, and because that clause is
restrictive and also fairly short.
Which, of course, would not have
been positively wrong. Note the ab
sence of commas.
A man that works hard is des
tined to success.
That is preferable to who, be
cause there is only one relative
clause, and because that clause is
16

restrictive and also fairly short.
Who, of course, would not have
been positively wrong. Note the
absence of commas.
The manager told me that the Examples
man who filled the position must
be thoroughly trained.
Who is preferable to that, despite
the fact that the clause is restrict
ive, because there is a preceding
that used as a conjunction. The
sentence sounds smoother to say
that—who, than to say that—that.
Note the absence of commas.
All candidates who have complet
ed the course in pedagogy, and who
have successfully passed the writ
ten and oral examinations, are eli
gible to temporary appointment as
teachers.
Who—and who are preferable to
that—and that, because we have
more than one relative clause modi
fying the same noun. Note the ab
sence of a comma before the first
who, both relative clauses being re
strictive.
All houses which are at all iso
lated, and which are situated at a
considerable distance from a fire
alarm box, should be provided with
fire extinguishers.
Which—and which are prefer
able to that—and that, because we
have more than one relative clause
modifying the same noun. Note
the absence of a comma before
the first which, both relative clauses
being restrictive.
The horse then ran into a field
of corn, which completely hid him
from view.
Which, not that, must be used
in this sentence, because the rela
tive clause introduced by which is
non-restrictive or explanatory; that
is, it may be omitted without ob
scuring the meaning of the sen
tence as a whole. Hence, com
mas are necessary.
Woodrow Wilson, who is now
President of the United States, is
an author of note.
Who, not that, must be used in
this sentence, because the relative
clause introduced by who is nonrestrictive or explanatory; that is,
it may be omitted without obscur
ing the meaning of the sentence
as a whole. Hence, commas are
necessary.
It is well to note that a rela
tive pronoun may often be omitted
to advantage, if the relative clause
is short and so clearly placed that
the noun or the pronoun to which
it refers is immediately apparent,
as in the following sentences:
Hope is the best inspiration
(which or that) a man can have.

English He pointed out the man (that or
Depart whom) I wished to see.
ment Every task (which or that) we

perform faithfully gives us strength
for new duties.
(Continued)
Observe that it is only from re
strictive relative clauses that the
relative pronoun may be omitted,
and that the sentence is thus made
stronger, because it is terser than
it would be with the relative pro
noun expressed. Still, the matter
of the omission of relative pro
nouns is, to a considerable degree,
one of option.
The proper use of who and whom
often causes perplexity. For a dis
cussion of the rules governing the
nominative and the objective cases,
refer to the article on pronouns in
the September issue of the Pace
Student. Examine the following
correct sentences:
He is a writer whom all enjoy.
It could not have been he whom
you blamed.
Letters were sent to all who, it
was felt, could pay the assessment.
The race was won by Walter,
who, every one knows, is a good
swimmer.
I do not know who it could have
been.
They found out who it was that
shouted.
The chairman told who I was
supposed to be.
George was the boy whom they
bade to go.
The workmen of whom I spoke
are faithful.
There is only one attendant whom
we can rely on.
The man whom I spoke to is my
cousin.
Henry Jones is the man who, the
office thinks, should be advanced.
Place every relative pronoun as
near as possible to its antecedent.
In other words, make sure that your
who’s, which’s, and that’s, immedi
ately follow the words to which
they respectively refer, for example:
(Wrong) The farmer remarked
that he had caught rats during the
fall in his greenhouse which (or
that) weighed six pounds.
(Right) The farmer remarked
that, during the fall, he had caught,
in his greenhouse, rats which (or
that) weighed six pounds.
Do not use and who, or and
which, without a preceding who, or
which, used in the same construc
tion, for example:
(Wrong) Near the ocean
stretches a beautiful plain covered
with trees, and which seems to the
eye as level as if Nature had
smoothed it off with a gigantic
putty knife.
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(Right) Near the ocean stretches
a beautiful plain which is covered
with trees, and which seems to the
eye as level as if Nature had
smoothed it off with a gigantic
putty knife.
(Right) Near the ocean stretches
a beautiful plain covered with trees,
and seeming to the eye as level as
if Nature had smoothed it off with
a gigantic putty knife.
Remember that all compound rel
ative pronouns, including as they do
their own antecedents, must always
be put into the cases required by
the clauses which they introduce,
and not into the cases apparently
required by any other word in the
sentence, especially if that other
word is a preposition or a transitive
verb, for example:
(Wrong) He bored whomever
called on him.
(Right) He bored whoever called
on him.

(Wrong) This plan will help
whomever wishes to improve his
spare moments.
(Right) This plan will help who
ever wishes to improve his spare
moments.
(Wrong) For whomsoever would
make a success in life, economy
and industry are indispensable qual
ities.
(Right) For whosoever would
make a success in life, economy and
industry are indispensable qualities.
In the foregoing paragraphs the
phases of relative pronouns most
likely to prove perplexing have been
discussed in considerable detail; and
it is believed that, if the special
cautions set forth are observed, the
matter of using relative pronouns
correctly will be largely mastered
and settled.

MARTIN C. RUGGABER, Newark
School of Accountancy, who was a
successful candidate in the New Jer
sey C. P. A. examinations in 1915,
has recently joined the auditing staff
of Arthur Young & Company, certi
fied public accountants.

THE STANDARD
MEMORANDUM CALENDAR
It reminds you of appointments to be kept, obligations to be met,
and letters to be written.
The Standard Calendar is the best and most popular on the mar
ket—possessing many exclusive features.

Largest memorandum space—Expired leaves fall back
and cannot return unless you desire—Takes up little space
on the desk—Built low enough for low roll desk—Leaves
are not tom off each day and thrown away—Valuable
data made in January may thus be referred to in Decem
ber—Main page shows day of the month with preceding
and succeeding months.
Highly finished black Japan base, (nickel arches) with pad
Brass (Brush polish finish) brass arches
“
“
Pad only

$ .75 paid
1.50 “
.40 “

Each Stand Fitted with Rubber Feet
MANUFACTURED BY

EDWARD KIMPTON CO.
WHOLESALE STATIONERS
::
::
IMPORTERS
LOOSE-LEAF SUPPLIES, PRINTING AND LITHOGRAPHING

60 JOHN STREET
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Law where the period of time is not spe
Depart cified. These constitute a general
ment hiring.
Death within the year
(Continued)

ner, this would solve your prob
lem. I take it, however, that you
have found no means of arriving
December, 1916
would cause the performance of
at such cost. Therefore, any di
such a contract. Furthermore, if either party vision of the combined selling cost of the two
terminated it within a year, it would be per products will have to be upon an arbitrary basis.
formed. These contracts are held valid even In such a case the basis must be used which
though made orally.
will, so far as posssible, be just to both products.
A common method of making such division
There is a difference in the decisions of Ameri
is
in the ratio of the products sold based either
can courts as to the validity of an oral contract
upon
quantity or upon value. Under the con
to hire for life. The weight of opinion favors
the validity of such contracts on the ground that ditions you name the quantity basis would seem
death within the year would constitute perform to be unjust to the cheaper product, as it would
ance. I have not found any New York cases bear a burden of expense disproportionate to the
exactly in point. Nevertheless, there has been a actual cost of selling it. A division of cost
case to the effect that a contract to support an based upon value would seem to be more just
other person for life is not within the statute for so far as can be decided from the information
the reason that death would constitute per you have given, as the cheaper product would
formance. Upon analogy, it would, therefore, bear the lower ratio proportionate to quantity,
seem that in New York an oral contract of em and you state that it is the easier sold. After
applying this principle during an accounting
ployment for life would be valid.
period, you would probably be able to determine
It is of course understood that the contingency whether or not it is a sufficiently accurate basis
need never happen. All of the rules merely turn for your work.
upon the question of whether, in the event that
Where the sale of the one article is to some
the contingency occurs, the contract would be extent dependent upon the sale of another ar
performed.
ticle a new complication arises which has to be
taken into consideration in arriving at the dis
The difference between a tortuous path and a tribution of cost. From your statement of the
straightaway) road often consists in the ability to problem, however, we understand that this does
not enter into your case.
foretell where you will come out.
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Your English
ADEQUATE knowledge of English, especially of grammar, word usage, and sen
tence structure, as applied to conversation, the writing of letters, the compila
tion of reports, and the building of advertisements, is a distinct business asset.
Stenographers, correspondents, and executives who really know English and how
to use it in every-day business are in steadily growing demand for responsible tasks.
To meet this demand, Pace Institute will conduct classes in practical English, be
ginning in January and February, 1917, and continuing for seventeen weeks. Each class
will meet once a week, either at mid-day or in the late afternoon, for a one hour ses
sion. Enrollment will be open to both men and women. The Pace Standardized
Course in English (a series of printed booklets, one for each lesson) will be the text
used.
Send for the descriptive folder “Your English,” which explains the content of the
Course in detail.

PACE

PACE

Pace Standardized Courses in Accountancy, Business Administration, Oral Expression, and English, in Residence and by Extension

30 Church Street

New York
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Restaur good result with a poor chef is a
ant difficult one. However, a study of
Costs the cost in comparison with the

number of meals served, and in
comparison with former results, and
(Continued)
the results of other restaurants ob
tainable, is enlightening, and it is
often possible to bring information
to the attention of the chef that en
ables him to perform his functions
better.
There are two distinct methods of
serving food—the old and time-hon
ored method of serving by waiters,
male or female, and the compara
tively new method of self-service.
The waiter service, of course, is
used almost exclusively in highclass restaurants and will undoubt
edly continue to be used. The selfservice plan is being adopted very
generally for restaurants serving
noon-day lunches, and the plan is
rapidly being adopted in low-priced
restaurants for all meals. The great
advantage, from the viewpoint of
the customer, is quickness of serv
ice and the cheaper prices that can
be made available; and from the
viewpoint of the management, the
advantages lie in the decreased cost
of serving and the simplification of
the work of preparing foods. A
great many restaurants of the cheap
er grade have changed from waiter
service to self service with great
profit and satisfaction, and we rarely
hear of a restaurant that has once
made the change going back to the
waiter service. Restaurant man
agers, as a rule, accept the selfservice plan reluctantly, but its rap
id extension throughout the country
is evidence of the advantages se
cured by it in certain classes of res
taurant work.
There are, of course, plans which
combine the two methods to some
extent, as is the case with the Ex
change Buffet restaurants in New
York. Counters and stools are pro
vided for guests who wish to be
served with certain types of dishes,
while other food is provided on a
strictly self-service plan. This meth
od does away with practically all
running back and forth between
dining room and kitchen on the part
of waiters and thus brings about a
great saving in effort. Further than
this, it provides a customer, if he
desires it, with the opportunity for
quick and effective waiter service.
The accountant who must give
advice in regard to restaurant man
agement must not fail to make a
careful study of the problems of
service in order that he may advise
the character of service that will be
best suited and most economical for
the restaurant under consideration.
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After the cost of food supplies,
the cost of preparing the food, and
the cost of service are thoroughly
analyzed and considered, we have
remaining the more general prob
lems of overhead cost. These al
most invariably bring up the matter
of the relation of these items to the
gross business, the methods of in
creasing the volume, the question of
space and location, and other mat
ters that are peculiar to the particu
lar proposition.
Finally, and as a last resort, we
must increase prices. This is the
point to which many of the most
effectively managed restaurants have
been brought at this moment. In
restaurants everywhere prices are
being raised as gradually and as
unobtrusively as possible. The first
move has been quite generally to
reduce the size of portions—the meat
has been sliced thinner, the pie has
been divided into a greater num
ber of segments, the size of the
milk bottle has been decreased, and
one prune out of 7, say 14 2-7 per
cent., has been quietly removed
from the portion, or perhaps the
No. 7 has been retained and oneseventh has been taken off each
prune in the matter of size. There
is a limit to economy in this direc
tion, and we are, therefore, now in
the midst of a general increase in
prices. A management can take its
choice of two methods in raising
prices—it can make a drastic re
scaling and have it done with, or it
can adopt the more gradual method
of increasing the price of first one
dish and then another. The latter
plan is more generally adopted be
cause it is not so quickly recognized
by patrons and is not so apt to
cause a sharp falling-off in business.
Increases of this nature, when nec
essary, must be made as carefully
as possible, and care should be
taken to increase the cost of the
portions in reasonable percentages.
The accountant has no better op
portunity for the exercise of his
analytical ability and his business
judgment than in advising clients in
the matter of restaurant costs and
management, and at this particular
juncture, when the operating prob
lems are acute, many a hotel and
restaurant manager is seeking the
aid of the one professional man who
is able to give constructive and
helpful advice—the certified public
accountant.
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IGOROUS protest against
making the high school mere
ly a preparatory school for
the higher educational institutions
when but one per cent. of the stu
dents who attend high school actu
ally go to college, was made re
cently by J. R. McArdle, principal
of the South Bend, Wash., High
School, in a talk before the class
studying the history of education
at the University of Washington.
Mr. McArdle declared that the
object of every small high school
seemed to be not to fit its pupils
for life in their environment, but
to get accredited and remain ac
credited. To do this, he added, the
high schools are compelled to meet
certain requirements which eat up
just about two-thirds of the pupil’s
four-year course.
“So, instead of giving something
that will count in a direct way to
ward making a livelihood, we teach
ers are obliged to go ahead with
the traditional course of study de
signed largely as an introduction to
the professions,” said Mr. McArdle.
Mr. McArdle advocated expert
vocational guidance. He said that
he looked forward to the day when
there will be in every school a per
son, one especially hired for the pur
pose, or the principal—whose main
business it will be to coöperate with
the parents and the pupil himself in
a careful selection of the training
best suited for that pupil. Such a
selection would take into considera
tion the wishes of the parent, the
inclination of the pupil, the capacity
of the pupil, physique, and last, but
not least, the length of time that
can be spent in school.
“It is a sin and shame to let
boys and girls drift along until they
are obliged to grab at any old job,”
said Mr. McArdle. “The need of a
definite choice should be dinned
everlastingly into the minds of the
young. There should be a definite
coöperation between the parent and
the teacher and the pupil in the
selection of a line of work for which
the pupil is fitted, and certainly for
the avoidance of a line for which
the pupil is obviously unfitted. The
precious years of school work should
be shaped to further this end, and,
when possible, made the means of
directly fitting the pupil for the first
requisite of a successful life—the
ability to earn an honorable living.”

V

F. C. ELLS, Pace Institute of Ac
countancy, Extension Division, has
recently been informed that he is
scheduled to sail for the Standard
Oil Company’s plant at Athens,
Greece.

Object
of the
High
School

The
Worm
Turns

"THE worm has turned at last,
and it’s a good, big, fat
worm! Perfect little Wal
ter has slipped up on the job. Who’d
a’ thought it! Hip, hip, hooray!”
Tom came shouting down the
corridor hot-foot after Walter, who
had just left the office, his day’s
work over—supposedly.
“What’s bitten you? You act like
a crazy man. Has somebody left
you a million dollars?” Walter was
somewhat nettled at Tom’s boister
ousness.
“Better than that, much better,”
rejoined Tom, his face indexing his
joyousness of spirit. “Here you’ve
been pounding me day in and day
out for all the business crimes in
the calendar; but now I’ve got one
on you, angel-boy, and it’s a good
one, too. Oh, joy, and then joy
some more!”
“You give me a deep pain,” re
joined Walter, now thoroughly ex
asperated. “Quit making a clown
of yourself and tell me what it is
I’ve done that makes you dance
around like an organ-grinder’s mon
key. Out with it, and you’ll feel
better.”
“All right, here goes!” replied
Tom, for he did not like the glint
in Walter’s eye. “Just after you
had left the office, Mr. Parsons
came sputtering in and asked where
you were. He said he’d told you
this noon that he wanted you to
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come into his office at 5:30 and do
some special work for him. When
I told him you’d left for the day,
he was certainly the sore old boy.”
“By George, you surely have got
one on me!” exclaimed Walter,
crestfallen. “Mr. Parsons did ask
me to see him, and I forgot all
about it. I thought I’d remember
it, but I didn’t. I’ll go right back
and may be I’ll catch him before he
leaves.”
“Oh no you won’t,” said Tom,
trying hard to keep the note of ju
bilation out of his voice. “When
Parsons found you’d gone, he went
into his office, slammed down his
desk top, and beat it by the private
elevator. You’re in for a panning
to-morrow all right.”
“Yes, of course, I am,” replied
Walter gravely, and I deserve it.
I should have made a memorandum
of the appointment. I usually do,
but this time I slipped up. It will
be a good lesson for me, and you
can bet I won’t get caught in the
same trap again.”
Even the most efficient and pains
taking of us get tripped up now and
then. If we didn’t, we shouldn’t be
human. When we do make a mis
take, however, there’s only one

thing for us to do—the thing that
Walter did — frankly acknowledge
the mistake, whether of omission or
commission, stoutly resolve never to
make that particular mistake a sec
ond time, and try to devise some
method that will prevent us from
making it. In this way we can make
ourselves contribute to our develop
ment, our reliability, and our use
fulness.

F. P. MURPHY, who was formerly
connected with the Hudson Naviga
tion Company in the capacity of
bookkeeper, has accepted through
the Pace Agency for Placements,
Inc., a branch office managership
with the B. F. Goodrich Company
of Akron, Ohio.

ALFRED SODERBERG, Account
ancy Institute of Brooklyn, has re
cently accepted a position as book
keeper with the A. H. Bull Steam
ship Company. Mr. Soderberg was
formerly employed as Cost Clerk by
the Powers Accounting Machine
Company.
G. M. HOFFORD, C. P. A., Mana
ger, State of Texas, Marwick,
Mitchell, Peat & Co., Dallas, Pace
Institute of Accountancy, Extension
Division, was successful in the re
cent examination for the degree of
Certified Public Accountant held in
Texas.
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